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AGENDA item

Adjusting for local differences in resident training costs
[ mndat ed study due March 2002]

Crai g Lisk

MR. LISK: This probably can be pretty quick. At the | ast
nmeeti ng we di scussed sone anal ysis that we | ooked at for
adjusting local differences in residency training costs, which
part of a report that's required by, or a study that's required
by Congress. W have in your briefing materials a draft letter
to send to the Congress on the conclusions that the Conm ssion
reached at the last neeting. So the purpose today is for you to
approve this letter, or if there's any nodifications you mght to
make, to make those nodifications.

So briefly, to review what the congressi onal nmandate was,
Congress in conmttee report |anguage in the Bal anced Budget
Refi nenment Act of 1999 asked, is the physician GAF an appropriate
factor to adjust GVE paynents for geographic differences in the
cost of physician training? They wanted the Comm ssion to nake
recommendati ons by March 2002 on a nore sophisticated or refined
i ndex to adjust direct GVE paynent anounts, if appropriate.
Again | want to say, they wanted the Conm ssion to nmake a
recommendation if appropriate.

Just to briefly reviewin ternms of Medicare's GQVE paynents.

GVE paynents are based on hospital -specific paynent rates
updated for inflation. The BBRA established a floor and rate of
increase ceiling to these anobunts so hospitals with | ow present
anounts would get their paynents raised. This floor and ceiling
is a geographically adjusted national average anount, and the
geographi c adjustnent is the physician geographi c adj ust nent
factor used in adjusting physician paynent rates.

Bl PA rai sed the floor paynent rate to 85 percent of this
geographi cal ly adjusted national average. So hospitals in
between the floor and rate of increase ceiling still get their
current hospital-specific per-resident anobunt. So nost hospitals
do not receive the sane paynents as they would wi thout this
|l egislation. The ceiling is a rate of increase ceiling so it
just affects -- those hospitals are frozen for two years and have
reduced updates in subsequent years.

So in last nonth's analysis we exam ned the follow ng
geogr aphi c adjustnent factors and | ooked at them the physician
GAF, the one that's currently used; the hospital wage index; a
resi dent teaching physician wage i ndex devel oped fromdata from
the current wage index survey; an index based on per-resident
costs or paynents; and potentially a conposite index of one of
these -- two or nore of one of the above indices.

In | ooking at our analysis in terns of -- the next slide
summari zes the basic findings fromthe Comm ssion and what's
included in the letter are that we found that resident stipends
don't vary trenendously across the country. As you recall
basically the 10th percentile and the 90th percentile only have
about a 9 percent difference fromwhat the average is, up or
down. New York City is probably the nost expensive at about 16
percent or 17 percent above the national average. That's not a



| ot of variation when you conpare it to what the variation is in
t he hospital wage index and stuff |ike that.

The physician GAF t hough, of all the indices we |ooked at,
is much less variable than other indices. That index is nuch
nore of a pure price index in ternms of its construction conpared
to the others.

Using a different index would al so change paynents for many
hospitals w thout necessarily inproving paynents. So in terns of
one of the factors that we were considering was whether, if we
found sonething different, is it worth the cost of changing, and
| think that's one of the conclusions we cane to.

Current avail able data on resident teaching physician costs
whi ch m ght be nore reflective of what we're seeing in per-
resi dent payments, the quality of that data is not reliable
enough really to develop an effective alternative. And the cost
of developing a reliable index based on that data probably
out wei ghs the cost of the potential benefits of such an index for
use as it's currently being used.

We do have a paragraph at the end of the letter though that
does state that if Congress did nove to a national average they
m ght want to reconsider that and have data devel oped nore
specifically on resident salaries and teachi ng physician
salaries. |It's different fromthe wage i ndex. Because part of
the problemwe found with the wage index was that it is hourly
wages for residents and what does that really nean when you have
residents who are working 80 hours, 60 hours and stuff. But we
know the basic salaries don't vary substantially there.

So basically cone to the conclusion for the letter is that
t he physician GAF provi des a reasonabl e nethod for adjusting
floor and rate of increase ceilings for geographic difference in
the cost of residency training. So we'd |like you to approve the
letter, or if there's any nodifications, please |et us know.

. HACKBARTH: Any questions about the letter? | think we
actually held a fornmal vote at the last neeting, didn't we?
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MR LISK: No. That's why --

MR, HACKBARTH: So all in support of the letter, | guess?
DR. ROSS: Confortable with the concl usion.

MR. HACKBARTH. All opposed to the letter, raise your hand.
Al in favor?

Abst ai n?

Thank you. W were asked by the Congress for our opinion on
this and we need to vote on the record and say, this was our
opi ni on.



